EB 2009/96/R.6: IFAD’S PARTICIPATION IN THE HEAVILY INDEBTED POOR COUNTRIES DEBT INITIATIVE: PROPOSAL FOR THE REPUBLIC OF TOGO 
AND PROGRESS REPORT
I. NEW COUNTRY CASE: REPUBLIC OF TOGO
Togo has recently emerged from more than a decade of political instability and economic decline. 

This crisis took a toll on Togo’s economy, infrastructure and institutions. The country’s growth performance has been among the weakest in sub-Saharan Africa, with per capita income falling by an average of 1% a year since the early 1980s.
Expenditures on health education and public investment are far below regional averages. Togo has also been among the economies most adversely affected by increases in global food and fuel prices. [par 2-6]
To revive the economy and reduce poverty, the main medium-term policy objectives include:

Bringing public debt to a sustainable level, Re-engaging with development partners, Increasing resources for health, education, agriculture and infrastructure, Strengthening fiscal governance, Restructuring state-owned banks, and Initiating growth-oriented structural reforms.[par 7]

The authorities plan to complete the full PRSP in the first half of 2009. At end-2007, Togo’s public and publicly guaranteed external debt before traditional debt relief was estimated at US$2.2 billion in nominal terms.[par 8-9]

The Executive Board is requested to approve the Fund’s contribution to debt relief for Togo in the amount of 2.3 million special drawing rights (or about US$3.5 million) in 2008 NPV terms.2 The debt service relief would be provided in one single payment once Togo had passed the HIPC completion point.[par 10]
A formal agreement establishing an arrears settlement plan, signed by the Ministry of Economy and Finance in December 2008, established that the Government would make a payment of EUR 542,395 to initiate clearance of arrears and, following a grace period, clear remaining arrears in six equal installments. [par 11]

The amount of debt relief to be provided by IFAD at completion point will not be sufficient to finance the clearance of all the arrears to IFAD. IFAD intends to actively seek supplementary financing support from bilateral donors to assist the Government in clearing the balance of arrears. [par 12]
Three creditors would provide debt relief under the MDRI: the International Development Association, the African Development Bank and the IMF. Togo will reach its completion point under the enhanced HIPC Initiative when the following sector-specific triggers have been reached: public financial management; governance; debt management; and basic health and education reform. Togo is expected to reach its completion point by the end of 2010. [par 13 -14]

II. Progress in implementing the HIPC Initiative

More than three quarters of eligible countries (33 out of 41) have passed their decision point, qualifying for HIPC assistance. A total of 23 countries have now reached the completion point and 10 are in the interim period between the decision and completion points.[par 15]
Only about 40% of post-completion point HIPCs currently have a low risk of debt distress according to the most recent debt sustainability analyses; and those with a high risk rating are increasing. IFAD is supporting this through its participation in the Debt Sustainability Framework, reporting of all debt information, and liaison with the World Bank and regional development banks.[par 16]
A. Total cost of the HIPC Debt Initiative to IFAD

The total NPV cost of the Fund’s participation in the overall HIPC Debt Initiative3 is currently estimated at SDR 317.7 million (equivalent to about US$487.6 million).[par 17]

B. IFAD commitments to date

IFAD’s total commitments so far amount to SDR 238.5 million (approximately US$366.1 million) in NPV terms, which amounts to SDR 349.5 million (approximately US$536.7 million) of debt service relief in nominal terms.

[par 18]
C. Debt relief provided

As of 31 December 2008, IFAD has provided SDR 140.4 million in debt relief (approximately US$215.5 million) to the 23 completion point countries.[par 19]
D. Financing of IFAD’s debt relief
IFAD is funding its participation in the HIPC Debt Initiative through its own resources and through external contributions that it receives directly or through the World Bank-administered HIPC Trust Fund.[par 20]

IFAD’s Member States have supported the Fund’s formal access to the World Bank-administered HIPC Trust Fund, IFAD received the first transfer from the Trust Fund (US$104.1 million) in October 2007, following the receipt and signature of the grant agreement.[par 21]

III. Recommendations

It is recommended that the Executive Board: 

(i) Approve the proposed contribution to the reduction of the Republic of Togo’s debt to IFAD as of 31 December 2008 (see paragraph 10), in the amount of SDR 2.3 million in end-2008 NPV terms. This relief will be provided I accordance with the terms of the following resolution:

“RESOLVED: that the Fund, upon the decision of the Executive Board, shall reduce the value of the Republic of Togo’s debt to IFAD through the integration of its arrears to IFAD into the debt relief up to the aggregate NPV amount of SDR 2.3 million”;

(ii) Approve the consolidation of remaining arrears with the rescheduling of repayments over a three-year period, with an initial grace period of two years starting from 1 January 2009;

(iii) Approve the payment of the arrears on a semi-annual basis, with the first payment falling due on 1 June 2011. These payments will also include the interest accrued during the consolidation period, and will amount to six equal semi-annual installments of EUR 538,111 on the following dates: 1 June 2011; 1 December 2011; 1 June 2012; 1 December 2012; 1 June 2013; and 1 December 2013; and

(iv) Take note of the status of implementation of the HIPC Debt Initiative and IFAD’s participation therein and the request for support for the clearance of the balance of the Republic of Togo’s arrears to IFAD.
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